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“Oo TIT mn‘? HE chart above shows the fluctuations of 
| WH ] urban real estate activity, foreclosures, 
ap UIT 130 and rents in the United States from 1870 
. Hl] iy | to the present. The chart to the left is the 
HH} & +s0 Iizo last five years of the upper chart enlarged 
HH] = } il | HI to show monthly fluctuations. This chart is 
Z ooMMllIIH HM annnieinny li.) explained in detail in the article starting 
yl HH Ip | on page 632 in the November issue. 
= EE |] iff | 
€ | ; 20 mo The month of July was not very sat- 
Pm | Hil bl isfactory from the standpoint of real estate. 
. von ih 90 The recession which started in May continued 
HANNA | | Hi] Pall “ ata rather accelerated rate. Real estate 
NORMAL | Wiiiiisog sales fell off in practically every large 
| 3 city in the United States. The number of new 
al \|,.¢ family accommodations produced per 10,000 
T||| & families dropped by more than 3% from the 
| a AIIIII eo 2 level maintained this spring. Construction 
> {\ T]] @ cost eased off just a trifle during the last 
HATH Z couple of months, but not by a sufficient 
- -s MITT oo percentage to stimulate new building. Resi- 
~ | HIATT dential rents made a very satisfactory show- 
|| < -40 Tae | WT 40 ing, advancing again on our index by a size- 
oT eH HANNE able percentage. Foreclosures also continued 
| 2 “soll ITALIA IIH 30 at the relatively low level they have reached 
| rm TTT TTT TTT] HUTT TITTY LT in the last few months. 
| | = | nena ACTIVIT 
| “lusama & 2 23 |* The recession in the general real 
| Bienen ae, ae estate barometers is due primarily to two 
| ~ 70h vo TTT 0 things: the political and labor uncertainty 
| || TOOVAHATTUTUTITUTTUORTTTTTITUGOTAA TVG and the business recession which has accom- 
| oll LUE NN HNN Mu lo panied it, und the increase in building cost. 
Neither of these factors will have a perma- 
nent effect on real estate. The less new 
building going forward, the more intense the shortage will become and the 
) é& | higher rents and values will go on older properties. Hesitancy, however, 


in general business, and particularly labor troubles, will prevent the 
rapid expansion in demand which would otherwise take place and will un- 
doubtedly slow the recovery in real estate during the next few months. 
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POPULATION MOVEMENTS FROM FARM TO CITY 


E have just received from the United States Department of Agriculture 

the new figures for the migrations from city to farm and from farm to 

city during the year 1936. On the chart below we show the net move- 
ment between farms and cities each year from 1920 through 1936. ‘These are 
net movements only. For instance, in 1922, 1,115,000 persons left the 
city for the farm, while 2,252,000 persons left the farm for the city, 
leaving a net movement to the city of 1,137,000 people. This is the fig- 
ure charted below for 1922. 


Back to the farm movements in America have occurred in every 
great depression. They have never been permanent, although at the time it 
was always thought that they represented a permanent reversal of the trend 
from the farm to the city. Newspaper editorials in the seventies during 
the great depression called attention to the fact that up to that time the 
cities had grown at the expense of the farms, but that cities had now 
grown so large that the movement had stopped and the movement would now be 
back to the land. In 1942 and 1944 similar editorials appeared in our 
newspapers. The administration in Washington officially announced a back 
to the farm movement and a decentralization program. It is rather ironi- 
cal that at the time this program was announced the movement had already 
changed and was back to the cities, as can be seen on the chart below. 


Back to the farm movements can never be permanent as we have a 
fairly fixed demand for food products with a constant reduction in the 
number of man hours necessary per acre to grow and harvest food crops. We 
pointed this out in our reports in 1943. The Bureau of Agricultural Eco- 
nomics of the Department of Agriculture made a special study in Ford 

: County, Kansas, and they found that in 
NET POPULATION MOVEMENTS 1919 it took about nine hours per acre 
BETWEEN FARMS AND CITIES [' to grow and harvest wheat. In 1943 

this was reduced to 2.4 man hours per 
acre. According to these figures, 
wheat can be grown in Kansas with one- 
fourth the number of man hours it re- 
quired in 1919. 


During every great depres- 
sion it appears that labor saving ma- 
chinery has reduced the opportunities 
for employment in the cities. This 
has been true from the very beginning 
of the Industrial Revolution in Eng- 
land. In each of the early depres- 
sions there we read accounts of mobs 
breaking into the factories and smash- 
ing the power looms which they blamed 
for their unemployment. We differ 
TS PE OE | with many, as we believe that the ma- 
chine and technological improvements 
increase the demand for skilled labcr 
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not consist of the amount of gold it has hoarded in the ground. It does 
not consist in its paper certificates or its bonds. It consists primarily 
in its producing capacity and this producing capacity depends almost en- 
tirely upon the degree of mechanization in its industry. High standards 
of living in the United States in relation to the rest of the world are 
possible because the United States can manufacture more per man than any 
other country in the world, due to our use of machinery. 


The Brookings Institute in their recent report on the producing 
capacity in America arrived at the opinion that in place of having excess 
capacity, production would have to be increased by 75%if enough goods were 
to be manufactured to allow each family in the United States only a rea- 
sonable standard of living. Although our distribution system was broken 
down badly during this depression, we should remember that we can never 
distribute more than we produce. "Want in the midst of plenty can never 
be remedied by destroying the plenty." We believe it will be found as we 
pull out of this depression that the opportunities for employment in the 
cities are greater than they have ever been before, and that cities will 
continue to grow at the expense of rural communities. We believe that 
urban real estate offers a far greater opportunity for enhancement in 
value than rural real estate. 


CENSUS FIGURES ON POPULATION AND FAMILIES 


YEAR POPULATION FAMILIES 
Total Urban Rural Total Urban Rural 
1790 3,929,21h 131,472 3,797,7h2 
1800 5,308,)83 210,873 5,097,610 
1810 7,239,881 356,920 6,882,961 


1820 9,638,453 4755135 9,163,318 
1830 12,866,020 86,509 12,001,511 


1840 17,069,453 1,453,994 15,615,459 

1850 23,191,876 2,897,586 20,294,290 3 5598 , 2,0 
1860 31,443,321 5,072,256 26,371,065 5 9210 , 934, 
1870 38,558,371 8,071,875 30,486 ,4.96 73579 9363 
1880 50,155,783 14,772,438 35,383,345 9,945 916 


1890 62,917,714 22,720,223 40,227,491 12,690,152 ,591,490 8,098,662 
1900 75,994,575 30,797,185 45,197,390 16,187,715 6,609,058 9,578,657 
1910 91,972,266 42,623,383 49,348,883 20,255,555 9,499,765 10,755,790 
1920 105,710,620 54,304,603 51,406,017 24,351,676 12,803,047 11,548,629 
1930 122,775,046 68,951,823 53,820,223  29,90).663 17,372,524 12,532,139 
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RATE OF POPULATION GROWTH AND REAL ESTATE 


UCH has been written in the past few years to the effect that the 
Mets States is gradually approaching a stabilized population, that 

we can no longer expect the population growth in this country which 
we have had during the past hundred and forty years. This is often given 
as a reason for believing that real estate cannot expect increases in val- 
ue in the future comparable to those of the past. 


There can be no question of the fact that the rate of increase 
of population in the United States has decreased each ten years since 1870. 
This can be seen by following the top line on the accompanying chart. This 
line shows total population of the United States as enumerated by the 
Bureau of the Census each ten years from. 1790 to the - present. If the 
original rate of increase had continued, this line on our chart would have 
been straight rather than the curve gradually approaching the horizontal 
line of a stabilized population. 


From the standpoint of real estate, however, our study becomes 
more interesting when we separate population figures into rural and urban 
population. By urban population the Bureau of the Census means all per- 
sons living in incorporated places with more than 2,500 population. It 
will be noticed by studying the second and third lines from the top of 
this chart that the rate of increase for rural population has been slowing 
down far more rapidly than the rate for urban population, and that it will 
shortly stabilize and will then probably start to drop. On the other hand 
urban population is still increasing at a fairly rapid rate. 


The bottom three lines on the chart show the same information 
for the number of families enumerated in each census. No family informa- 
tion was available before the census of 1850. Due to the fact that the 
size of the family over the entire period from 1850 to the present has 
been shrinking, a thousand people today constitute more families by far 
than they did in 1850. This has, from the standpoint of house-occupying 
units, offset to some extent the slowing down in population growth. It 
will be noticed that the bottom line on the chart indicating the number of 
urban families in our population has not shown the same tendency to slack- 
en in its rate of increase as have the other lines. Even the rural family 
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HE chart above shows the results of a study we have just completed of 

the real estate taken over during depressions by five of the largest 

and oldest savings banks in New York City. Each of these banks fur- 
nished us with information over the entire period of its history on the 
total volume of real estate loans and the amount of real estate owned each 
year. In this study we have shown on the upper part of the chart the per- 
centage of real estate owned each year of the total volume of real estate 
mortgages held. On the central portion of this chart we have shown the 
real estate cycle with real estate booms and depressions from 1850 to the 
present. On the bottom part of the chart we have shown the general 





778 























































































































































































































: TL EP Teo 
| J 
ito | } | a } +— + = t + } +— 15.0 
| | | oe i 4 | } 
ee Cte | | | | baa | | 1 | | 
So === { Sa SSS — ee 7 t—-3 100 
SS ==—=—===— 4 Ss= f SSSSS° == :: ES 00 
SS RTT, ROC AOE SR SET ain AE ER, Ma Se Ceo Te 2: SR ESET SRF ERA aN ARE t : + jf ff ft == 80 
+ + + + + + + + + + + + + + + + + + + + + —— — + —+ + + -—--+4- =. + + - + — 
a t ee on one le one ee nen seme ae ee a ee a a a see we mee 
ae it +4} 11 }+—+—-+—_+_+§ +4 "= +— ps } Soe ee ee ee ee ee Ee LS ——<o ao a -_ 60 
| 4 t + 4 4 } + + +——+ TT +— 4 4+ + 4 + a -+—+ = + ++ en peepee a. PTF 
‘io T 7 1 a ey t a | + Sr Sek ee ee | + i ia GO IS eas a | : i eas RE ES wa ee om fee a 
, + 4 4 + 7 4 + 1 tt tt +—{ 4} 4 _| 4 4 +—+ ‘ eS aS 
= | CEE ee 
——— 4 | | T i 1 r 1 + 4 t | TT = - im =’ -—s D | + ] 35 z 
+4 TTTTTIIEULLOLer Tee [58 .SSEeeR: Tit. @ 
sani + t a T- ] a a ee =n GEE SPS GOR Ge GE 5 Sr ee een Se ee Oe _ ota 4 —_+—_ — ™ a _+—_—_4— pe = 25 a 
| | | | | | | | | | } 
t t a4 4 +——++—+ + a + _ =n +--+ = + + r - +— 20 > 
| | | 1 | 
—$}—_—_4—__4 + + + T dp 4 + - = +—--4- — —4+-— - —+ . + + Lalo Ls m 
} | | | . | | | W 
Sain | | a@ | | > 
| | r | | ft | Sues | | | | 1 | | > 
tot b+ + +—_+—+ ee it + +4 te fp + io ™ 
| a Foe & _+—_+_+- --+4- ae one a) i ol | 1 ae 09 
ans eo tt —+— — t + 4 08 3 
jt ‘ee 4 +— + ae + Oo? zg 
a + ae | iat =e ee ee +$—}— pf} t } ) 1 tp -—+ 4 —+-—— +—+-+-4 06 > 
{ —T ‘ -+—- t —t- | + * | + + =e | 44 +—+—-+ | + t boul 05 a 
| | | | | | | > 
4 SHESRELSSe See i | fo pee te Llos & 
| | | | | | 
| Baar (See ie Pia t dd dd iii” 
T t ++ a - } —- ppp rT TT : oe Sit iene | 1 T TT 03 
| a Ss } | | | 
Lis. aoe | 
: tae | | | | 
| | | | | 
it 4 t t+ t =» + 2 al ——-++—-+ +—4+—_+- 02 
| | | | | | 
| | | | | 
rid | | dg | aog | | | 7 | 
| | | | 
| | | | 
= oneal } ae 1 ! =. L — = L | | tl eden i BS - s SS a - 0.1 
95 i900 1905 1910 {915 1920 1925 1930 1935 1940 1945 


—- 





business cycle as depicted by Colonel Leonard P. Ayres over the same peri- 
od of time. We believe it is quite interesting that real estate was taken 
over by the banks, not during general business depressions, but during 
real estate depressions, and that there seems to be very little relation- 
ship between the general business line and the real estate owned line; 
while on the other hand, the relationship between the real estate owned 
line and the real estate cycle is quite marked. It will be noticed that in 
every real estate depression real estate owned has increased markedly; and 
on the other hand, as the real estate depression mitigated and the real 
estate boom developed, the banks were able to liquidate all of the real 




















(continued from page 779) 

estate they had taken over during the preceding depression. When the final 
figures for 1947 are available, they will show that the smount of real es- 
tate owned by these five banks has dropped. We are confident that the line 
will fall rapidly during the next few years as real estate activity 
reaches, then passes the normal line. 


We are making, at the present time, a similar study on real es- 
tate owned by many of the larger life insurance companies. It seems to us 
from a study of this chart and from the other data in our files that mort- 
gagees are quite safe in the period of the next few years. The cycle is 
now so definitely up that almost any reasonable loan will work out. We see 
no danger at the present time in 80% amortized loans provided the apprais- 
al is honest. But we do see very grave danger if this policy of 80% loans 
is continued past the period where we can expect the natural improvement 
in business to increase prices of real estate. 





(continued from page 77) 
will be worked with fewer and fewer men. This is discussed to some extent 
on page 772 in this report. 


The small chart in the lower left hand corner of page 77 shows 
the constant drop in the number of persons in the family from 1850 to the 
last census enumeration in 1940. Prior to 1880, it was not possible for 
us to secure separate figures on urban and rural families. It will be no- 
ticed that in 1850 the average family in the United States contained 6.5 
persons. In 1940 the average urbam family in the United States had shrunk 
to 3.97 persons. In 1850 each thousand persons in our population required 
155 housing accommodations. In 1940 each thousand persons in our cities 
required 252 family accommodations. In other words, in 1940 it required 
62.6% more family accommodations to house a thousand people than it did in 
1850. Even on the farm where families are larger, it requires 50.3% more 
family accommodations to house a thousand people today than it did in — 


In conclusion, it seems to us that the cities will continue to 
grow at the expense of the farm. It also seems to us that the family can- 
not decrease very much further and that in the future we cannot expect the 
compensation from the smaller families which we have had during the past 
sixty years. We are inclined to believe that,everything else being equal, 


the average store property will not increase quite as rapidly as it has in 
the past. 


Residential properties are not greatly affected by the rapidity 
of population growth. Outside of New York and a few other highly con- 
gested centers where land values even for residential use have gone quite 
high, we find relatively little relationship between the rapidity of popu- 
lation growth and the price per front foot of property suitable for resi- 
dential development. A slow, normal growth seems to make the maintenance 
of average front foot values possible,in the average city. Apartment 
property sites, of course, depend on the concentration of population. But 
with the exception of two or three cities in the United States, a rela- 
tively small percentage of available land can be used for apartment sites. 


We believe that the fact that we are in a period of rising costs 
will cause all prices, commodities and real estate to advance, carrying 
many properties to new peaks in spite of slower population growth. 






































WHAT PERCENTAGE OF INCOME IS PAID FOR RENT? 


We have often seen statements that rent should not exceed 20% of 
the annual income and in many budgets which have been made up, 20% has 
been assumed to be the proper percentage for housing. 


The chart below shows an effort we have made to study this prob- 
lem. The scale along the bottom of the chart shows the annual income in 
dollars. The scale on the left hand side of the chart shows the rent paid 
in dollars per month. The figures which were used in compiling this study 
were ones collected by the government in various cities in the year 1943. 
We believe that the percentage of income paid for rent in 1944 was prob- 
ably smaller than in later years or in years before the depression, as the 
index of rents declined further than the index of wages. 


The regular curve shown by the dotted line on the chart shows 
the monthly rent which would form 20% of the anntal income. The other 
lines show smoothed curves plotted from the government surveys. It can 
readily be seen that those with small incomes paid a larger percentage for 
rent than 20% and that those with larger incomes paid a smaller percentage 
for rent than 20%. It can also be seen quite clearly that those people 
living in smaller cities paid a smaller percentage of their income for 
rent than those living in larger cities, and that rents apparently in- 
crease as the size of the city increases. 
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